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President’s Report 


Silver production of 637,106 ounces during the second 
quarter exceeded first quarter production of 557,860 
ounces by 14.2% and resulted in total production for the 
first half of 1,194,966 ounces. This represents a 27.9% 
increase over comparable 1975 production of 934,591 
ounces. As of August 31, 1976 production has surpassed 
fiscal 1975’s total by roughly 150,000 ounces and we 
continue to anticipate achievement of our 2.2 million 
ounce 1976 production target. Net income of $2,223,249 
or 67.4¢ per common share for the six months compares 
favourably with first quarter reported income of $877,798 
or 26.6¢ per share. A recent weakening of silver prices in 
sympathy with deteriorating gold markets will have an 
adverse effect on profit levels during the second half if 
current price levels prove to be other than of temporary 
nature. We continue to feel that silver is undervalued 
relative to other industrial commodities and that higher 
prices will prevail over the short to medium term. 


During the second quarter our four year financing 
agreement with Tiger Industries was terminated and all 
financing fees and concentrate advances have now been 
retired in full. Term bank financing was obtained for a por- 
tion of the roughly $2.5 million owing at May 15, 1976 with 
the balance being retired out of internally generated cash 
flow. Relief from this heavy financial burden will have an 
immediate and dramatic effect on profits and cash flow 
with the $625,000 annual financing charge ceasing as of 
April 30, 1976. Bank financing was obtained on competi- 
tive terms and will be retired out of cash flow over the next 
two years. 


Underground development at the Silver Bear mine is 
continuing satisfactorily with three new stopes being 
readied for production. Work on Duke Mining’s Bullmoose 
Lake gold property is on schedule with the decline tunnel 
rapidly approaching the #4 Vein main target area. Within 
the next two weeks we expect to intersect this vein at 
roughly 225 feet below surface and are hopeful that results 
from subsequent development work will confirm earlier 
drill results and establish commercial viability. The Norex 
decline tunnel is progressing steadily with intersection of 
the main vein projected in about 6 weeks time. We antici- 
pate production from this promising silver property by 
year-end. More comprehensive information on these joint 
venture programs and on Sunshine Mining’s summer drill 
program will be provided during the coming months. 


Alvin Harter 


September 1, 1976 President 


Terra Mining and Exploration Limited (N.P.L.) 
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STATEMENT OF INCOME 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Concentrate revenue less 
marketing, smelter and 
royalty charges 


Expenses 
Production costs 
Administration 
Interest 
Financing charges 
Depreciation 
Depletion and amortization 


Income before income taxes 
and extraordinary item 


Deferred income taxes 


Income before extraordinary 
item 


Extraordinary item 
Reduction of deferred 
income taxes 


NET INCOME 


Earnings per share before 
extraordinary item 


Earnings per share after 
extraordinary item 


Six months ended 


June 30 
1976 1975 
$ 4,669,549 $ 3,777,506 
1,475,931 1,196,307 
159,961 142,838 
92,601 109,202 
204,167 306,250 
191,909 152,172 
_ 321,731 = _ 246,596 
2,446,300 2,153,365 
2,223,249 1,624,141 
800,369 584,691 
1,422,880 1,039,450 
_ 800,369 = 584,691 
$ 2,223,249 $ 1,624,141 
43.1¢ 31.6¢ 
67.4¢ 49.4¢ 


Subject to adjustment and audit at end of year. 


Working Capital 
Derived From 


Operations 
Net income : 
Items not involving 
working capital 
Depreciation 
Depletion and 
amortization 
Term re-financing of 
current debt 
Other 


Working Capital 
Applied To 


Additions to fixed assets 

Mining property costs, 
including expenditures 
for exploration and 
development 

Joint venture exploration 
and development 
expenditures 

Payments on Camsell River 
re-purchase option 

Reduction of long-term 
portion of accrued 
financing charges 


INCREASE (DECREASE) IN 
WORKING CAPITAL 


Working Capital Deficiency 
At Beginning Of Year 


Working Capital Deficiency 
At End Of Period 


Six months ended 


June 30 

1976 1975 

$ 2,223,249 $ 1,624,141 
191,909 152,172 
321,731 246,596 

900,000 — 

— 70,000 

3,636,889 2,092,909 
309,475 142,330 
650,438 508,798 
283,217 176,973 
120,000 260,000 
— 1,302,256 
1,363,130 2,390,357 
2,273,759 (297,448) 
2,526,577 905,246 


$ 252,818 $ 1,202,694 


Subject to adjustment and audit at end of year. 
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Report To Shareholders 


For the second consecutive year the Company 
established new highs in sales and earnings despite a 
very lacklustre performance by the North American 
mining industry and economy in general. Net income of 
$1,853,205 or 56.2¢ per common share resulted from 
gross revenues of $7,089,614 and represented a 63.6% 
increase over the $1,132,664 or 34.3¢ per common 
share reported for the comparable 1975 period. Silver 
production of 1,900,991 ounces during the year was 
580,267 ounces or 43.9% higher than the 1,320,724 
Ounces produced during 1975. This record production 
was achieved on mill feed of 46,090 tons and repre- 
sented an average recovered ore grade for the year of 
41.3 ounces per ton. Total processed tonnage increased 
marginally from the 42,881 tons milled during 1975, with 
the major factor in increased silver production being a 
significant upgrading in the quality of ore processed 
over the 1975 level of 30.8 ounces per ton. During 1976 
Terra completed the final pay-out of all monies owing to 
Tiger Industries relative to the four year concentrate 
financing agreement which expired on April 30, 1976. 
The large size of these cash payments totalling approx- 
imately $2.5 million over a four month period, when 
combined with the heavy cash outlays associated with 
Our continuing development programs on the Norex 
and Duke joint venture properties, precluded the pay- 
ment of an initial shareholder dividend during the year. 
Management will, however, continue to work toward 
the implementation of a regular dividend policy at the 
earliest possible date. 

Production of 537,897 ounces during the first quarter 
has provided an excellent start on the 1977 fiscal year, 
and we anticipate total production for the current year 
to be comparable to that attained during 1976. Silver 
prices should have a favourable impact on 1977 earn- 
ings, with price levels for the current year to date 
averaging some $.50 U.S. per ounce higher than settle- 
ment prices realized during 1976 and with many analysts 
predicting prices in the $5.00 - $5.50 U.S. range by year- 
end. In addition, since all smelter shipments are settled 
on the basis of U.S. dealer prices, the recent decline in 
the value of the Canadian dollar has provided a further 
significant price advantage relative to 1976, when the 
Canadian dollar was quoted at a large premium over the 
U.S. dollar for most of the year. 

During 1977, underground development of Terra’s 
Silver Bear Mine will concentrate on depth extension of 
the 10, 11, 12 and 13 veins as well as on exploration for 
new veins east of the 8 vein near surface and west of 
the 13 vein at depth. Deep diamond drilling during 1976 
and 1977 has confirmed the depth potential of the mine 
by intersecting the main copper sulphide zone, with 
which all economic silver mineralization to date has 
been associated, at a depth of 1900 vertical feet below 
surface, or approximately 800 feet below current mine 
workings. At this depth the sulphide zone is wider than 
at mine levels with a comparable degree of copper 
mineralization. Deep drilling has also confirmed the ex- 
istence of a second parallel sulphide zone some 1200 
feet to the north of current mine workings. This second 
sulphide zone provided a highly interesting 40 foot in- 


tersection averaging 8 ounces silver per ton over its 
length and individual assays as high as 24.1 ounces per 
ton despite the lack of any visible evidence of veining. A 
duplication of the present ore-body is entirely possible 
at the points where our presently known mineralized 
vein systems intersect and cross the new sulphide zone. 
Current plans are to extend an exploration drift north- 
ward along one of our stronger veins in order to test the 
potential ore-bearing structure at depth. The 1977 fiscal 
year will also witness continuing development of the 
main silver-bearing Graham Vein at the Norex property 
and the initiation of a deep-drill program to test the 
depth potential of the structure. Initial production from 
the Norex property is possible within the next fiscal 
quarter of the current year. This would have an im- 
mediate and favourable impact on cash flow and would 
give the added benefit of providing an alternate source 
of mill feed to allow more orderly development of 
Terra’s Silver Bear deposit. In Mexico, early 1977 
witnessed the finalization of an operating agreement 
with Banco Nacional de México, S.A. under which 
Terra will acquire a 47 %3 % interest in a company which 
owns a currently inoperative high-grade silver mine. 
This Company in turn, has acquired all of our various 
Mexican property interests, and ratification of share 
transfers and titles by the regulatory government 
authorities should in the near future enable Terra, as 
Operator, to Commence a planned summer drill program 
on a gold-silver prospect in the State of Sonora with 
large tonnage and open-pit potential. 

In conclusion, management is confident that 1977 will 
prove to be both an exciting and profitable year for the 
Company and its shareholders, and we thank you for 
your repeated expressions of interest and faith in our 
future. We also wish to thank our many loyal and valued 
employees for their continuing contributions towards 
our growth and profitability during the past year. 


On behalf of the Board of Directors, 


Alvin Harter, President 


May 30, 1977 
Edmonton, Alberta ’ 


Review of Operations 


SILVER BEAR MINE 


The main source of mill feed dur- 
ing 1976 was the 10 and 11 veins 
and ancillary structures between 7 
and 9 levels. Exploration and pro- 
duction headings continued on 
most of the upper mine levels. At 
year end the main haulage decline 
had been extended past the 10 level 
and was being deepened to open up 
the 11 level. By late May of 1977 
good ore was being developed by 
drifting and raising in various veins 
in the 11 and 12 vein areas on the 11 
level, and exploration by cross cut- 
ting of favourable zones was conti- 
nuing on 1, 8, and 9 levels. During 
1976, 46,090 tons of ore were sup- 
plied to the mill grading 43.5 ounces 
silver per ton and resulting in the 
production of 1,900,991 ounces of 
silver. 

Several deep diamond drill holes 
were completed during 1976 con- 
firming a minimum of 2000 feet ver- 
tical depth. In one of these deep 
holes a previously unknown 
favourable zone was_ intersected 
beneath the Camsell River about 
1200 feet north of the present mine 
workings. The horizon, now being 
referred to as the north zone, con- 
tains sulphides with associated 
native silver. An attempt is being 
made to further outline this new 
zone with several shorter drill holes 
before advancing a crosscut from 
underground for detailed explora- 
tion of this new horizon. 

Various improvements In mill pro- 
cedures and equipment have 
recently increased mill throughput 
capacity by roughly 33% to the 200 
ton per day level. Lower tailing 
losses for silver and_ especially 
bismuth have also resulted from a 
corresponding reduction in grinding 
time. Metallurgical testing has now 
been completed and plant changes 
are being scheduled to permit the 
recovery of up to 80% of bismuth 
content in a marketable form. 
Formerly, bismuth content was 
either lost in tailings or treated as a 
penalty item in concentrate set- 
tlements because of its low grade. 
Upon scheduled installation of a 
production size refinery furnace, 


tabled silver and bismuth concen- 
trate will be melted and poured as 
ingots on site. Appreciable quan- 
tities of cobalt and nickel also exist 
in our concentrate, and research in- 
to the production of a marketable 
concentrate which will allow pay- 
ment for these secondary metals is 
well advanced. Recovery and pay- 
ment for bismuth, cobalt and nickel 
would add greatly to ore reserves by 
allowing the processing of ap- 
preciable tonnages of partially 
developed low grade silver reserves 
which are at present uneconomic. 
Research is continuing into new 
and cheaper methods of hoisting 
ore and waste to surface as mine 
depths and related costs increase 
accordingly. The continuing esca- 
lation of fuel and freight costs has 
also encouraged renewed research 
into the feasibility of developing 
hydro-electric power from White 
Eagle Falls, some 6 miles east of the 
Norex property and 13 miles from 
the Terra minesite. This project ap- 
pears to be highly economic and it Is 
one which will be pursued vigorous- 
ly by management. Upgrading of 
the all-weather 7 mile road linking 
the Terra Norex properties is conti- 
nuing, as the scheduled production 
date from that property approaches. 
Further extension of the Terra 
airstrip to allow the eventual pur- 
chase of a larger aircraft is also 
scheduled for the current year. 


Alvin Harter and Hank Sanche reviewing cur- 
rent geological information. 


NOREX JOINT VENTURE 


A total of 1160 feet of decline 
haulageway was completed during 
1976. The decline provides about 
300 feet of backs on the main vein. 
By year end the decline face was 
247 feet from the projected vein in- 
tersection, and by April of 1977 the 
vein had been intersected, with drif- 
ting and raising well advanced. Very 
high grade bismuth and cobalt- 
nickel arsenides were encountered 
on the lower levels but only spotty 
silver has been evident to date. It is 
expected that the downward exten- 
sion of the main ore shoot on sur- 
face will be intersected by the 
scheduled drift on the vain at the 
recently opened first level in the 
very near future, to be followed by 
raising and stoping. Deep surface 
drilling as well as underground dia- 
mond drilling and decline extension 
are also scheduled for 1977. 


MEXICAN PROPERTIES 


During 1976 and early 1977, Terra 
completed agreements with Banco 
Nacional De México, S.A. (Bana- 
mex) for partnership in the purchase 
and future operation of Compania 


Minera de Minas Nuevas, S.A. 
(Minas. Nuevas). Terra will be 
Operator of the mining project. 


Stock distribution (47 1/3% Terra, 
51% Banamex and 1 2/3% other) 
will take place on receipt of the re- 
quired permits from the Mexican 
Government. Minas Nuevas owns 
complete title to surface rights, mill 
buildings and an underground mine 
with excellent potential for about 1 
million tons of 25 o.p.t. silver ore in 
relatively continuous steep-dipping 
veins with thicknesses which should 
permit average mining widths of 
about 17 feet. A nearby property, 
the El Negro, also held 100% by 
Minas Nuevas, has unusual poten- 
tial for large tonnages of gold-silver 
ore. Only very preliminary surface 
and underground work has been 
done to date. Reconnaisance 
geological mapping indicates a 
volcanic series of rocks cut by two 
mineralized fault-fracture systems. 
Convergence of these systems has 


Underground miners in typical shrinkage 


stope. 


Stope face with high grade silver in veins. 


Fine ore bin showing conveyor galleries and 


east end of the mill building. 


View to the west showing mill complex on 


Ho-Hum Lake. 


_ President Harter flanked left to right by Vice- 
President Robert Evans, Treasurer-Controller 
Allan 
Packman and Chief Geologist Hank Sanche. 


Hartley, Office Manager Barry 


Review of Operations (cont'd) 


caused extensive fracturing and 
mineralization over a zone up to 500 
feet wide and along a Strike length 
of 1000 feet or more. Mineralization 
iS surprisingly consistent in this 
zone. Numerous surface pits down 
to bedrock were completed follow- 
ing analysis of the results of exten- 
sive geochemical soil sampling. 
Bulk sampling of the pit material in- 
dicated grades of 0.18 ounces per 
ton gold and 4.8 ounces per ton 
silver. Limited underground samp- 
ling to a depth of 80 feet disclosed 
continuation of similar ore grades. 
Since the fault systems are vertical 
and since the mineralized, fractured 
rock is part of a massive volcanic 
unit, the depth potential appears to 
be excellent. Preliminary metallurgi- 
cal testing of a bulk sample from 
surface pits indicates that good 


recovery is possible for both gold 
and silver by flotation and cyanida- 
tion. Extensive diamond drilling will 
be required to prove up tonnage and 
grades, with drilling slated to begin 
by mid 1977 on this project. 


TERRA-DUKE PROJECT 


The work program on_ the 
Bullmoose Lake, N.W.T. property 
previously planned for completion in 
1976 was only 75% completed by 
freeze-up due to late start-up of the 
project and several mechanical dif- 
ficulties encountered. About 913 
feet of decline haulageway ad- 
vance was completed as well as 536 
feet of drifting and cross-cutting. 
Gold mineralization encountered 
was erratic but very high grade in 
places. Two separate shoots were 
Opened up, the second of which 
was being advanced upon when 
freeze-up forced evacuation of the 
crew and closure of the job. In order 
to fully evaluate potential ore ton- 
nages and grades between the 200 
foot level and surface, several hun- 
dred more feet of drifting and rais- 
ing will be required. No further work 
is scheduled for this project during 
1977: 


Entrance portal to 
property. 


fie 


decline tunnel at Norex 


Company DC3 maintains a steady flow of 
freight and personnel with a minimum of 
three flights a week from the Hay River base. 
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Silver Quotations 


NEW YORK LONDON 

(Handy & Harman) (Daily Fixing) 
High Low Average High Low Average 
1976 510.000¢ 381.500¢ 435.346¢ 282.150p 189.050p 242.420p 
1975 522.500 391.000 441.852 248.100 167.100 200.115 
1974 670.000 327.000 470.798 293.000 141.900 199.898 
1973 328.000 196.200 255.756 140.200 82.900 103.787 
1972 204.800 138.700 168.455 86600 53.800 67.404 
SA. 175.200 128.800 154.564 72.600 51.000 62.969 
1970 193.000 157.200 177.082 192.250d 156.750d 176.876d 
1969 202.500 154.000 179.067 205.500 156.500 180.698 
1968 256.500 181.000 214.460 259.000 185.000 219.479 
1967 217.000 129.300 154.967 221.000 111.500 141.978 


United States Industrial Consumption 


Of Silver by End Use 

(millions of ounces) 1976 
Electroplated ware ........... 9.5 
Steninghwaleyene.. -s-ea eerie ae 21.0 


Jewelry 
Photographic materials 
Dental and medical supplies ... . 
Mirrors 
Brazing alloys and solders 
Electrical and electronic 
products: 
Batteries 
Contacts and conductors 
Bearings 
Catalysts 
Coins, medallions and 
commemorative objects 
Miscellaneous 


Total industrial consumption... 


1974 1975 
42.1 39.0 
SHE 6/5 
41.0 41.0 
33.8 34.1 
23S 24.8 
33.4 34.0 
13.4 12.0 
10.1 O25) 
19.0 13.8 
244.5 245.7 
105.0 90.0 
27.0 40.0 
BES7 SSOn/ 
178.0 160.6 
62.6 45.5 
DT! 46.0 
34.1 25.0 
54.6 47.0 
18.7 16.0 
15.0 120 
So 40.5 
459.9 392.6 
(107.7) (652.9) 
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Terra Mining and Exploration Limited (N.P.L.) 


(Incorporated under the laws of British Columbia) 


Balance Sheet 
As At December 31, 1976 


ASSETS 


CURRENT ASSETS 
Accounts receivable 
Smelter settlements outstanding 
Concentrate inventory 
Fuel and other supplies 
Prepaid expenses 


INVESTMENT IN OTHER COMPANIES 
Affiliated company (note 2) 


100,000 Escrowed shares of Duke Mining Ltd., 


lt COSU 


FIXED ASSETS 
Buildings and equipment 
Less accumulated depreciation 


MINING PROPERTIES 
including exploration and 
development expenditures at cost, less 
accumulated depletion and amortization 
(note 3) 


Approved by the Board 


yee ON, Director 
f. fama Director 


$ L220 
132,959 
1,264,899 
771,874 
64,117 


2,306,039 


60,347 


10,000 


70,347 


5 19),397 
1912.96) 


3/210,930 


7,871,908 


_$13,527,230 


1975 


$ 8,698 
195015 


463,560 
53,999 


545,272 


10,000 


10,000 


4,277,811 


1,611,043 
2,/66,/68 


6,093,231 


$9,415,271 


LIABILITIES 


CURRENT LIABILITIES 
Bank indebtedness (note 4) 
Accounts payable and accrued liabilities 
Loans payable 
Principal due within one year on long term debt 


LONG TERM DEBT 
Term bank loan (note 4) 
Payable to Camsell River Investments Ltd., 
payments $20,000 monthly 
Shareholders’ loans (note 5) 
Accrued financing charges 


Less principal included in current liabilities 


DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 6) 
Authorized 
6,000,000 Common shares, par value 50¢ each 
Issued 
3,299,315 Common shares 


CONTRIBUTED SURPLUS, premium on issue of common shares 


RETAINED EARNINGS 


1976 


© 1,213,049 


1,654,531 
379,000 


1,010,000 
4,253,380 


1,450,000 


160,000 
500,000 


2,110,000 
1,010,000 


1,100,000 


185,000 


1,649,657 
3/008,/42 


2,800,451 


7,988,850 


913,027,220 


1975 


2° 308,07 | 
OTTO? 


A, 268 


Oy (07626 


360,000 


15397203 


Foe d7203 
17799203 


120,000 


1,649,657 
3,538, 742 


947,246 


6,135,645 


$9,415,271 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Income 
Year Ended December 31, 1976 


Concentrate revenue less marketing, smelter 
and royalty charges 


Expenses 
Production costs 
Administration 
Interest 
Long term debt 
Other 
Financing charges 
Depreciation 
Depletion and amortization 


Income before income taxes and 
extraordinary item 
Deferred income taxes 


Income before extraordinary item 


Extraordinary item 
Reduction of deferred income taxes (note 7) 


NET INCOME 


Earnings Per Share 


Income before extraordinary item 


Net income 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Retained Earnings 
Year Ended December 31, 1976 


RETAINED EARNINGS (DEFICIT) AT 
BEGINNING OF YEAR 


Net income 


RETAINED EARNINGS AT END OF YEAR 


1976 


$7,089,614 


2,928,334 
374,061 


58,100 
324,037 
204,167 
401,918 
760,792 


2» 8,051,409 


2,038,205 
550,000 


1,488,205 


365,000 


(91,603,205. . 


1976 


$ 947,246 
1,853,205 
$2 800,451 


1975 


$5,164,127 


1,930,206 
318,618 


193,697 
612,500 
340,754 
635,688 


4,031,463 


1,132,664 


407,800 


724,864 


407,800 


_ $1,132,664 


22.00 


34.3¢ 


1975 


(185,418) 


1,132,664 
$ 947,246 


Terra Mining and Exploration Limited (N.P.L.) 
Statement of Changes in Financial Position 


Year Ended December 31, 1976 


WORKING CAPITAL DERIVED FROM 
Operations 
Net income 
Items not involving working capital 
Depreciation 
Depletion and amortization 
Deferred income taxes 
Financing charges, net of payments 


Term bank loan, net of principal due 
within one year 

Shareholders’ loans 

Issue of Common shares 


WORKING CAPITAL APPLIED TO 
Investment in affiliated company 
Additions to fixed assets 
Mining properties, including expenditures 

for exploration and development 
Reduction of non current portion of payable 
to Camsell River Investments Ltd. 
Repurchase of 10% interest in Camsell 
River properties 
Reduction of long term portion of accrued 
financing charges 


INCREASE (DECREASE) IN WORKING CAPITAL DEFICIENCY 


WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR 


As previously reported 
Reclassification of receivable from 
Terra-Norex Joint Venture 


As restated 


WORKING CAPITAL DEFICIENCY AT END OF YEAR 


Auditors’ Report 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 


We have examined the balance sheet of Terra Mining 
and Exploration Limited (N.P.L.) as at December 31, 
1976 and the statements of income, retained earnings 
and changes in financial position for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly 
included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


1976 1975 

$1,853,205 $1,132,664 

401,918 340,754 

760,792 635,688 
185,000 

237,007 

3,200 016 27040; io 
600,000 
500,000 

105,000 

4,300,915 240 Vals 
60,347 

914,086 779,422 

2,539,469 1,461,536 
120,000 

380,000 

O80 203 

3,033,902 4,160,221 

(667,013) 1,709,108 

2,020,017 905,246 
S/,/71/ 

2,614,354 905,246 

$1,947,341 $2,614,354 


In our opinion, these financial statements present 
fairly the financial position of the company as at 
December 31, 1976 and the results of its operations and 
the changes in its financial position for the year then 
ended tn accordance with generally accepted accoun- 
ting principles applied on a basis consistent with that of 
the preceding year. 


ices 


He Oe 


Chartered Accountants 


Edmonton, Alberta 
May 20, 1977 
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Terra Mining and Exploration Limited (N.P.L.) 


Notes to Financial Statements 
Year Ended December 31, 1976 


1. ACCOUNTING POLICIES perties. Upon completion of exploration and sub- 


(a) Consolidation of investment in joint venture 
The financial statements include the com- 
pany’s share of the assets and liabilities of 
the Terra-Norex Joint Venture (note 3). 
The amounts related to the joint venture 
as at December 31, 1975 have been 
reclassified to conform with this presenta- 
tion. 

(b) Smelter settlements outstanding 
Smelter settlements which are outstan- 
ding are valued at estimated net realizable 
value using metal prices as established by 
contracts. 

(c) Concentrate inventory 
Concentrates on hand are valued at 
estimated net realizable value using the 
following quoted metal prices at 
December 31, 1976. 

Silver $4.427 per ounce 
Copper .597 per pound 

(d) Fuel and other supplies 
Fuel and other supplies are valued at the 
lower of cost and replacement cost. 

(e) Fixed assets 
Fixed assets are stated at cost and are 
depreciated at rates calculated to amor- 
tize the cost of the assets over their 
estimated useful lives. 

(f) Depletion and amortization 
The costs of mining properties and claims 
together with the related exploration and 
development expenses are being amortiz- 
ed over the projected life of the mine, 
which is based on estimated ore reserves 
as periodically established. 

(g) Income taxes 
Deferred income taxes arise from claiming 
depreciation and amortization for tax pur- 
poses in amounts differing from amounts 
recorded in the accounts. 


INVESTMENT IN AFFILIATED 


COMPANY 
Shares, at cost $56,637 
Advances 3/10 


$60,347 


During the year agreement was reached with 
Banco Nacional de México, S.A. (Banamex) 
whereby the company’s Mexican property in- 
terests were transferred to a company in which 
Banamex has a 51% interest and Terraa4/ 4% 
interest. Terra is responsible for advancing all 
funds necessary for the exploration of these pro- 


ject to Banamex's acceptance of a feasibility 
study for commercial development, Banamex is 
to reimburse Terra for Banamex’s share of all ex- 
ploration costs. Thereafter Banamex will be 
responsible for its pro rata share of development 
and operating costs. 


3. MINING PROPERTIES 


1976 1975 
Wholly owned properties 
Camsell River, Spencer Lake 
and Deadman’s 
Island $8,335,437 $6,743,620 
Less accumulated depletion 
and amortization 2.32072 40 1,565,454) 
6,009,191 5,178,166 

50% Owned properties 
Terra-Norex Joint 

Venture WilSdg607 546,738 
Duke 681,110 327,666 
Options on Mexican 
properties (note 2) 40,661 


$7,871,908 $6,093,231 


Terra-Norex Joint Venture 
During the year the company and Norex 
Resources Limited entered into a joint ven- 
ture agreement for the development of min- 
ing properties in which each of the com- 
panies holds an undivided 50% _ interest. 
Terra acts as operator and is required to ad- 
vance all funds required by the joint venture 
during preliminary exploration and develop- 
ment of the properties, including a defined 
work program by December 31, 1977. 
All such advances will be recovered from 
production proceeds from the properties 
prior to any distribution of profits to Terra 
and Norex as joint venture participants. 

. Duke properties 
Terra is responsible for advancing all funds 
required to bring the properties into com- 
mercial production. Any funds advanced are 
recoverable before any distribution of net 
proceeds to the company and Duke Mining 
eta) 


4. TERM BANK LOAN 


The term bank loan bears interest at 3% above 
the bank prime rate, and Is payable as follows: 


Due date Amount 
March 14, 1977 $ 250,000 
June 30, 1977 300,000 
October 31, 1977 300,000 
April 30, 1978 300,000 
October 31, 1978 300,000 

$1,450,000 


The term bank loan and $500,000 of the bank 
indebtedness included in current liabilities are 
secured by a general assignment of book debts 
and inventories. 


5. SHAREHOLDERS’ LOANS 


Shareholders’ loans are due on or before 
December 31, 1978 and bear interest at the rate 
of 18% per annum. Although these loans are of a 
demand nature the shareholders have agreed 
that the balances will not be materially reduced 
during 1977 and accordingly they have been 
classified as long term debt. 


In addition to interest on these loans, the 
shareholders were granted stock options on 
112,500 shares exercisable at $4.50 per share and 
expiring on December 31, 1978 unless exercised 
prior to that date. 


6. CAPITAL STOCK 


Share options 
Options outstanding at 


beginning of year 10,000 

Options granted 198,000 

208 ,000 

Options cancelled 25,000 
Options outstanding at 

end of year 183,000 


All outstanding options are to employees, direc- 
tors and shareholders and consist of the follow- 


ing: 
Number of Option price 
shares pershare Expiry date 
10,000 $3.50 December 31, 1977 
37,000 4.50 March 31, 1978 
23500 4.50 Varying to June 30, 1978 
112,500 4.50 December 31, 1978 


183,000 


Subsequent to December 31, 1976 additional op- 
tions for 148,600 shares exercisable at $4.50 per 
share and expiring on varying dates to December 
31, 1978 have been granted. 


The only option approved by the various 
regulatory authorities is the option on 10,000 
shares exercisable at $3.50 per share 


Escrowed shares - 
Of the 3,299,315 issued common shares, 
564,832 are held in escrow, of which 184,944 
shares have been released since year end. 


7. REDUCTION OF DEFERRED INCOME 
TAXES 


Deferred income taxes have been partially 
eliminated by the application of prior years’ 
unrecorded deferred income tax charges. 


8. REMUNERATION OF DIRECTORS 
AND OFFICERS 
Direct remuneration of directors and officers for 
the year amounted to $99,750 ($92,598 for 1975) 
of which $36,750 had not been paid at December 
St (976: 


9. ANTI-INFLATION LEGISLATION 


The company is subject to regulation on 
dividends to its shareholders under the Anti- In- 
flation Act (Canada). Under these regulations, 
the maximum dividend allowable in the twelve 
months ending October 13, 1977 on the present 
issued share capital is 9¢ per share. 


1] 
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High noon in mid-winter facing south from 
camp over Ho-Hum Lake. 


Mine-site staff living quarters. 


Mill and camp complex from east end of 
airstrip. 


Cover: 


Aerial view of Terra peninsula, airstrip and 
camp complex bounded by Camsell River to 
the north and Ho-Hum Lake to the south. 


